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Dear A p p l i c a n t :  

We have  c o n s i d e r e d  y o u r  a p p l i c a t i o n  f o r  r e c o g n i t i o n  o f  exempt ion  f rom 
F e d e r a l  Income Tax u n d e r  S e e t i o n  5 0 1 ( c ) ( 3 )  o f  t h e  I n t e r n a l  Revenue Code of  
1986. 

The i n f o r m a t i o n  s u b m i t t e d  d i s c l o s e s  t h a t  you were i n c o r p o r a t e d  on 
* * *  * *  ****, unde r  t h e  n ~ n p r o f i t  c ~ r p o r a t i o n  laws o f  t h e  S t a t e  o f  
*******  .  

Your o r g a n i z a t i o n ' s  p u r p o s e s  a s  i n d i c a t e d  i n  y o u r  A r t i c l e s  o f  
I n c o r p o r a t i o n  a r e  t o  c o n s t r u c t  and m a i n t a i n  a g o l f  c o u r s e  f o r  i t s  member=; 
t o  p romote  and e n c o u r a g e  g o l f  and  o t h e r  a t h l e t i c  e v e n t s ;  t o  p romote  and  
e n c o u r a g e  t h e  s p o r t  o f  g o l f  and  o t h e r  r e c r e a t i o n a l  a c t i v i t i e s  o f  i t s  
members; t o  promote  s o c i a b i l i t y  and f r i e n d s h i p  among i t s  members a n d  t o  
inanage and  c o n d u c t  e n t e r t a i n m e n t s  and s o c i a l  m e e t i n g  o f  i t s  members. 

Ycur p r i m a r y  a c t i v i t y  i s  t o  o p e r a t e  and m a i n t a i n  a c o u n t r y  c l u b  f o r  t h e  
p romot ion  a n d  en joymen t  o f  g o l f .  Your c l u b  s p o n s o r s  g o l f  t o u r n a m e n t s  and 
s e l l s  f ood  and b e v e r a g e s .  A l l  v o u r  a c t i v i t i e s  a re  open  t o  t h e  q e n e r a l  
p u b l i c .  

T h e  f o l l o w i n g  s t a t e m e n t  a p p e a r e d  i n  you r  a p p l i c a t i o n :  

Nonmembers a r e  p e r m i t t e d  t o  do  e v e r y t h i n g  members do ,  t h e  o n l y  
d i f f e r e n c e  b e i n g  t h a t  members pay  an  a n n u a l  f e e ,  and  nonmembers pay  a 
f e e  b a s e d  on u s a g e .  The membership f e e  a l l o w s  members t o  p l a y  g o l f  
and  p a r t i c i p a t e  i n  c l u b  f u n c t i o n s  w i t h o u t  p a y i n g  g r e e n  f e e s .  
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Accord ing  t o  t h e  f i n a n c i a l  d a t a  s u b m i t t e d ,  y o u r  income is  d e r i v e d  from 
membership f e e s ,  g r e e n  f e e s ,  t o u r n a m e n t s ,  food  and b e v e r a g e s .  Your 
p r i m a r y  e x p e n s e s  a r e  s a l a r i e s ,  ma in t enance  o f  t h e  g o l f  c o u r s e  and  r e n t a l  
payments .  

S e c t i o n  5 Q 1 { c ) ( 3 )  of  t h e  Code p r o v i d e s  f o r  t h e  exempt ion  from F e d e r a l  
Incomc 'i'a.:~ o,f c o r p o r a t i o ~ ~ s  orga.nized and  o p e r a t e d  e x c l u s i v e l y  f o r  I 
r e l i g i o u s ,  c h a r i t a b l e ,  l i t e r a r y ,  s c i e n t i f i c ,  and e d u c a t i o n a l  p u r p o s e s ;  no i 

p a r t  o f  t h e  n e t  e a r n i n g s  of  wh,ich i n u r e s  t o  a n y  p r i v a t e  sh , a r eha ld i$ r  o r  I 
I 

i n d i v i d u a l .  

S e c t i o n  1 . 5 0 1 ( ~ ) ( 3 ) - 1  o f  t h e  Tax R e g u l a t i o n s  r e l a t e d  t o  t h e  d e f i n i t i o n  of  
I 

t h e  o r g a n i z a t i o n  and o p e r a t i o n  of  o r g a n i z a t i o n s  d e s c r i b e d  i n  S e c t i o n  
5 0 1 ( c ) ( 3 ) .  I t  is  q u o t e d ,  i n  p a r t ,  a s  f o l l o w s :  
" ( a )  O r q a n i z a t i o n a l  zLnd o p e r a t i o n a l  t e s t s .  ( I )  I n  o r d e r  t o  be ex~empt a s  

1. 
a n  o r g a n i z a t i o n  d e s c r i b e d  i n  S e c t i o n  5 0 1 ( c ) ( 3 ) ,  a n  o r g a n i z a t i o n  mas t  be  
b o t h  o r g a n i z e d  and o p e r a t e d  e x c l u s i v e l y  f o r  one  o r  more of  t h e  :t,. , a 2 e s  
s p e c i f i e d  i n  s u c h  s e c t i o n .  I f  an  o r g a n i z a t i o n  f a i l s  t o  meet  e i !  t h e  
o r g , a n i z a t i o n a l  t e s t  o r  t h e  o p e r a t i o n a l  t e s t ,  it i s  not exempt.  ) The 
eerm "exempt p u r p o s e  o r  p u r p o s e s " ,  as used  in t h i s  s e c t i o n ,  means any  
p u r p o s e  o r  p u r p o s e s  s p e c i f i e d  i n  S e c t i o n  5 0 1 ( c ) ( 3 )  ...." 
" ( b )  O p e r a t i o n a l  t e s t .  (1) P r i m a r y  a c t i v i t i e s .  An o r g a n i z a t i o n  w i l l  be  I 

r e g a r d e d  a s  " o p e r a t e d  e x c l u s i v e l y "  f o r  one o r  more exempt p u r p o s e s  o n l y  i f  
i t  engages  p r i m a r i l y  i n  a c t i v i t i e s  which accompl i sh  one o r  more of  s u c h  
exempt p u r p o s e s  s p e c i f i e d  i n  S e c t i o n  5 0 1 ( c ) ( 3 ) .  An o r g a n i z a t i o n  w i l l  n o t  
be  s o  r e g a r d e d  i f  more t h a n  an i n s u b s t a n t i a l  p a r t  o f  i t s  a c t i v i t i e s  i s  n o t  
i n  f u r t h e r a n c e  of  a n  exempt pu rpose .  ( 2 )  D i s t r i b u t i o n  of  e a r n i n q s .  .An 
o r g a n i z a t i o n  is n o t  o p e r a t e d  e x c l u s i v e l y  f o r  one o r  more exempt p u r p o s e s  
i f  i t s  n e t  e a r n i n g s  i n u r e  i n  whole o r  i n  p a r t  t o  t h e  b e n e f j *  of  p r i v a t e  
s h a r e h o l d e r s  o r  i n d i v i d u a l s . . . "  

You do n o t  q u a l i f y  f o r  exempt s t a t u s  unde r  S e c t i o n  5 0 1 ( c ) ( 3 )  b e c a u s e  of  a  
s u b s t a n t i a l  amount of  your  a c t i v i t i e s  a r e  s o c i a l  and  r e c r e a t i o n a l  i n  
n a t u r e .  I n  a d d i t i o n ,  you a r e  c a r r y i n g  on a  b u s i n e s s  w i t h  t h e  g e n e r a l  
p u b l i c  i n  a manner s i m i l a r  t o  o r g a n i z a t i o n s  which a r e  o p e r a t e d  f o r  p r o f i t .  
These a c t i v i t i e s  a r e  o u t s i d e  th!e s c o p e  of  exempt s t a t u s  u n d e r  S e c t i o n  
5 0 1 ( c ) ( 3 )  o f  the Code. 

A c c o r d i n g l y ,  w e  have conc luded  t h a t  you a r e  n o t  e n t i t l e d  t o  r e c o g n i t i o n  of  
exempt ion  from F e d e r a l  Income Tax u n d e r  S e c t i o n  5 0 1 ( c ) ( 3 )  o f  the Code, 
s i n c e  you are n o t  o r g a n i z e d  and o p e r a t e d  e x c l u s i v e l y  f o r  c h a r i t a b l e ,  
r e l i g i o u s ,  o r  o t h e r  exempt purploses w i t h i n  t h e  meaning of  S e c t i o n  
5 0 1 ( c ) ( 3 ) .  

..-- -... . ..., , 
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You a r t  r e q u i r e d  t o  f i l e  F e d e r a l  Income Tax R e t u r n s .  

C o n t r i b u t i o n s  made t o  you a r e  n o t  d e d u c t i b l e  by t h e  d o n o r s  as c h a r i t a b l e  
c o n t r i b u t i o n s  as d e f i n e d  i n  S e c t i o n  170(c) of  t h e  Code. 

I f  you do n o t  a g r e e  w i t h  t h e s e  c o n c l u s i o n s ,  you may w i t h i n  30 d a y s  from 
t h e  d a t e  of  this l e t t e r ,  f i l e  a b r i e f  of  the f a c t s ,  l aw  and  a rgumen t s  ( i n  
d u p l i c a t e )  which c l e a r l y  s e t s  f o r t h  y o u r  p o s i t i o n .  I n  t h e  e v e n t  you 
d e s i r e  an o r a l  d i s c u s s i o n  of t h e  i s s u e s ,  you s h o u l d  s o  i n d i c a t e  i n  y o u r  
submiss ion .  A c o n f e r e n c e  w i l l  be a r r a n g e d  i n  t h e  R e g i o n a l  O f f i c e  a f t e r  
we have had an  o p p o r t u n i t y  t o  c o n s i d e r  t h e  b r i e f  and i t  a p p e a r s  t h a t  t h e  
c o n c l u s i o n s  r e a c h e d  a r e  s t i l l  u n f a v o r a b l e  t o  you. Any s u b m i s s i o n  must  be  
s i g n e d  by one of  your  p r i n c i p a l  o f f i c e r s .  I f  t h e  matter i s  t c  be h a n d l e d  
by a r e p r e s e n t a t i v e ,  t h e  Confe rence  a n d  P r a c t i c e  Requ i r emen t s  r e g a r d i n g  
t h e  f i l i n g  o f  a  power o f  a t t o r n e y  a n d  e v i d e n c e  o f  e n r o l l m e n t  t o  p r a c t i c e  
must be met .  We h a v e  e n c l o s e d  P u b l i c a t i o n  8 9 2 ,  Exempt O r g a n i z a t i o n  Appeal  
P r o c e d u r e s  f o r  Adverse  D e t e r m i n a t i o n s ,  which e x p l a i n s  i n  d e t a i l  y o u r  
r i g h t s  and p r o c e d u r e s .  

I f  you do n o t  p r o t e s t  t h i s  d e t e r m i n a t i a n  i n  a  t i m e l y  manner ,  it w i l l  be 
c o n s i d e r e d  by t h e  3 c t e r n a l  Revenue S e r v i c e  as a  f a i l u r e  t o  e x h a u s t  
a v a i l a b l e  a d m i n i s t r a t i v e  r e m e d i e s .  S e c t i o n  7 4 2 8 ( b ) ( 2 )  of t h e  I n t e r n a l  
Revenue Code p r o v i d e s  i n  p a r t  t h a t  " A  d e c l a r a t o r y  judgment o r  d e c r e e  u n d e r  
t h i s  s e c t i o n  s h a l k  n o t  be i s s u e d  i n  a n y  p r o c e e d i n g  u n l e s s  t h e  Tax C o u r t ,  
t h e  C o u r t  o f  C l a i m s ,  o r  t h e  D i s t r i c t  C o u r t  o f  t h e  U n i t e d  S t a t e s  f o r  t h e  
D i s t r i c t  of Columbia d e t e r m i n e s  t h a t  t h e  o r g a n i z a t i o n  i n v o l v e d  h a s  
e x h a u s t e d  a d m i n i s t r a t i v e  r e m e d i e s  a v a i l a b l e  t o  it w i t h i n  t h e  I n t e r n a l  
Revenue S e r v i c e " .  

P l e a s e  keep h i s  d e t e r m i n a t i o n  l e t t e r  i n  y o u r  permanent  r e c o r d s .  

I f  you agre. .  . ~ i t h  t h i s  d e t e r m i n a t i o n  p l e a s e  s i g n  and  r e t u r n  t h e  e n c l o s e d  
Form 6018.  

I f  we do n o t  e a r  from you w i t h i n  30 d a y s  from t h e  d a t e  o f  t h i s  l e t t e r ,  
t h i s  d e t e r m i  . t i o n  w i l l  become f i n a l .  I n  a c c o r d a n c e  w i t h  Code S e c t i o n  
6 1 0 4 ( c ) ,  vie w .ll n o t i f y  t h e  a p p r o p r i a t e  S t a t e  o f f i c i a l s  o f  t h i s  a c t i o n .  

S i n c e r e l y  y o u r s ,  

E n c l o s u r e s :  
P u b l i c a t i o n  892 
Form 6018 

D i s t r i c t  D i r e c t o r  




